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Allgemeine Volkswirtschaftslehre . By WlLHELM LEXIS. [Die 
Kultur der Gegenwart, Part II, Vol. X, i.]. Berlin and Leipzig. 
B. G. Teubner, 1910. — 259 pp. 

As indicated by its place in the encyclopaedic work on Modern Cul- 
ture, the General Economics of Professor Lexis is designed to acquaint 
the philosophically trained reader with the methods and the principal 
results of economic science. It therefore differs widely both from the 
comprehensive German treatise and from the English and American 
text-book. Compared with the former, its field is very restricted and 
its method of treatment unduly abstract. Compared with the latter, 
it lacks definiteness in the development of its argument and displays 
little regard for the principles upon which pedagogical effectiveness 
depends. There is something about the work that reminds the reader 
of Senior's Political Economy, which was likewise prepared as a part 
of an encyclopaedia of culture. There is the same intention of giving 
concise expression to an existing body of thought and the same tend- 
ency toward a new organization of the material, determined chiefly by 
logical principles. In both cases the finished work turns out to be 
rather an expression of the author's peculiar views than a faithful 
presentation of generally accepted doctrine. 

According to the prospectus the work was to consist of three parts : 
" Economic Evolution," " Economic Method " and " The Economic 
Process." In the completed work, the first two parts are crowded 
into a space of twenty-eight pages, full of common-sense observations, 
but devoid of the quality of philosophical thoroughness which we have 
come to expect in a German treatise on economics. The discussion 
of the economic process, which takes up practically the whole book, 
covers the field of value and price, money and credit, and distribution. 
Fundamentally the discussion is classical in character, but the influence 
of the historical school is everywhere in evidence. 

The theory of value presented by Professor Lexis is essentially a 
demand-and-supply theory. The marginal- utility doctrines receive 
little attention, and the theories that lay chief stress upon cost of pro- 
duction are subjected to somewhat drastic criticism. Individual utilities 
and individual costs, according to our author, play a relatively unim- 
portant r&le in the determination of exchange ratios on the market. 
The price -making forces are numerous; it is now one, now another 
that plays the determining part. Fruitful price theory, in the author's 
opinion, can be constructed only after a thorough study of the market 
facts. From this statement of the case one might be led to infer that 
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Lexis expresses the view, rather widely held in this country, that gen- 
eralizations in the field of value and price are practically worthless. 
This inference is not justified, however, by the text. The author's 
value theory contains practically no elements not recognized by the 
orthodox English and American economists. 

In his theory of money and credit Professor Lexis follows closely the 
accepted doctrines. The value of money, absolutely considered, is 
the product of an historical evolution that we cannot fully explain ; 
changes in the value of money depend, on the one hand, upon changes 
in the amount of money and its substitutes and, on the other hand, 
upon the amount of work it has to do. This theory, which is obviously 
a form of the quantity theory, is not regarded as a sufficient explana- 
tion of changes in the price level under existing conditions. Professor 
Lexis is to be numbered among those economists who regard the credit 
substitutes for money as sufficiently elastic to make practically negligible 
the effect of any ordinary increase or decrease in the volume of standard 
money. 

Perhaps the most interesting part of the work is the treatment of 
distribution. The social income, which includes both the consumption 
goods placed in the hands of the ultimate consumer and additions made 
to the permanent stock of productive goods, is subjected to a primary 
division into labor incomes and property incomes. The principle 
governing this division is " relative economic power " (page 147), a 
concept which nowhere in the book receives the elucidation which an 
American reader finds desirable. One appears to be justified in regard- 
ing " relative economic power" as something in part mechanical, in 
part social-organic. Increase in labor supply weakens the economic 
power of the laborer ; strengthening of the organization of labor in- 
creases it, even with labor supply unchanged. What other elements 
may enter into the concept the reader must discover for himself. At 
all events, the division of the social income between labor and property 
upon this basis has, in the author's view, a definiteness comparable to 
that of the wages-fund theory. This division made, the owners of 
different classes of income-yielding property effect, through struggle, a 
distribution among themselves of what remains after labor has been 
paid (_cf. pages 82, 150). 

In his treatment of the returns to capital the author insists vigorously 
that there is no such thing as a normal rate. There is a minimum rate, 
determined by the yield of loan capital in perfectly safe investments. 
What determines this loan rate is the relation of demand and supply in 
the loan- fund market. Some slight notice is given to the fact that 



332 POLITICAL SCIENCE QUARTERLY [Vol. XXVII 

undervaluation of future goods has something to do with the rate of 
interest on consumption loans. The phenomenon of capitalization is 
also touched upon, but no attempt is made to explain the origin of the 
rate of interest employed in capitalizing an income. It is hardly too 
much to say that for Professor Lexis the interest problem does not 
exist at all. 

The final section of the work is given up to a forecast of the future 
of modern economic society. £n the author's view, no radical change 
in the character of the economic system can be expected for a long 
time to come. Capitalistic industry has many conquests still to make 
even in old countries. When the industries in these countries are fully 
organized and supplied with capital, there remain undeveloped parts 
of the world to absorb new accumulations. In the end this demand 
must also slacken, and accumulation must proceed more slowly. De- 
veloping technique will, for a long time to come, make adequate provi- 
sion for an increasing population; but here, too, a limit is set by the 
increasing difficulty of producing supplies of food. Economic society 
is tending toward a stationary condition ; according to the forecast 
of Lexis, however, not one of stagnation and universal misery, but one 
in which moral restraints and good will and cooperation will secure for 

the human race a broad diffusion of welfare. 

Alvin S. Johnson. 
Stanford University. 

Disturbing Elements in the Study and Teaching of Political 
Economy. By James Bonar. Baltimore, The Johns Hopkins 
Press, 1911. — 145 pp. 

Forty, or even twenty-five, years ago, when economists were con- 
cerned mainly with the nature of their science, its fundamental princi- 
ples and the method appropriate to it, brief discussions of these ques- 
tions by the leaders of economic thought, such as Cairnes's Character 
and Logical Method of Political Economy, Bagehot's Postulates of 
Political Economy, Marshall's The Present Position of Economics and 
Sidgwick's The Scope and Method of Economic Science, were not un- 
common. Today, when the great body of economists, with a few 
shining exceptions, are immersed in the study of the facts of economic 
life and in the search for some workable solution of its pressing problems, 
such discussions are rare, and, therefore, all the more welcome and 
helpful, particularly when addressed by a mature thinker of keen intel- 
lect and broad learning to students who are just starting on their inde- 
pendent work and, under the influence of the spirit of the times, are 



